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STATE PLAN UNDER TITLEXIX OF THE SOCIAL SECURITY ACT 
State:MICHIGAN 

METHODS OF PAYMENT OF REASONABLE COSTS -
INPATIENT HOSPITAL SERVICES 

Payment Schedule 
Payments will be made for this policy from theonly after the department has received approval 
Centers for Medicare & Medicaid Services. Once approval hasbeen received, the initial 
payment willbe made within45 days. Subsequent paymentswill be made within45 days of the 
beginning of each quarter. The quarterly payments will be madein four equal installments 
based on the total annual amount each hospitalis eligible to receive. If a hospital closesor is 
determined ineligible to receive funds froma pool, its funds will be redistributed to the remaining 
eligible hospitals basedon the original distribution formula.All funds from both inpatient 
hospital pools willbe distributed to eligible hospitals. 

VI. Special PaymentAdjustments 

Executive OrdersNo. 2001-9 and 2002-22 as well as the department's appropriations bill direct 
the Department of Community Health (DCH) to reduce hospital payments by$21,982,500 for 
FY'03. The reductions will be made by gross adjustment applied tomedicalsurgical hospital, 
rehabilitation hospital and distinct part rehabilitation unit payments. 

A calculated share of the total reduction be assessed toall hospitals and units operating and 
enrolled in the Medicaid program on the date E.O. Reduction is processed. The reduction will 
be basedon inpatient hospital paid claims 1, 1999 tofor hospital admissions from September 
August 31, 2000. (The last yearof the paid claims data, used to rebasehospitals in FY'O2, will be 
used to implement this E.O. Reduction.)Claimswereprocessedand paid 11 medicaid Ti? 
Grouper 17.0 and October 1, 2000 hospital prices. Paid claims include Tit\? t, ' T i m  X!.:<, :>;IiI  :le 
V/XIX inpatient hospital claims. A hospital's share of the reduction will becalculated !qdividing 
the total of its paid claims times the totalby the total of the paid claims for all eligible hospitals 
amount of funds tobe recovered. 

Merged hospitals will have their reductions combined. Reductionswill be taken from the surviving 
hospital. 

Each hospital's paid claim was reviewed and appealed at thetime the data was created for the 
purposes of rebasing inpatient hospitals inFY'02. No further appeal of the inpatient hospital paid 
claims data willbe allowed. 

Each hospital's shareof the reduction willbe made by two equal gross adjustments to the 
hospital's inpatient hospital Medicaid ID number. first reduction for, half the total dollar 
amount will be made by the last pay cycle in June 2003. The second reductionfor the remaining. 
dollar amount willbe made during September2003. Recoveries willbe taken from the hospital's 
payments until the E.O. Reduction is complete. 
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